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Addendum Summary

In December, 2020, the Financial Forecast Committee met and reported their findings as
known at that time, consistent with the Beverly City Charter and appropriate City
Ordinances. It was understood at that time that the Forecast Committee would update
their findings once local aid was resolved due to Covid-19 issues. This addendum
updates that previous information.

The FY21 budget was originally built with a 17.5% consensus reduction of state aid,
based solely on Covid-19 revenue challenges. However, the impact that Covid-19 had
on revenues was less than expected. Thus, the Commonwealth made mid-year
adjustments to Beverly’s local aid allocation. The Committee’s original State Aid
forecast indicated that Beverly would receive $13,272,051, however the City ultimately
received $16,980,471, or a $3,708,420 increase, as shown on Line G of the Addendum’s
spreadsheet. The Committee also increased its forecast regarding Motor Vehicles Excise
by $100,000, based upon FY22 collections to date. Finally, the Committee decreased
their revenue projections regarding Other Available Funds by ($1,059,808), mostly
attributable to replenishing the stabilization draw to balance the budget. As a result of
this information, the Forecast Committee made new adjustments to the FY22 revenue
calculation. (see attached spreadsheets). The Committee now anticipates that FY22
revenue projections amount to $143,415,583, an increase of $4,261,677 from their
previous research.

The Committee further calculated their expenditure projections, given that supplemental
appropriations were approved by the City Council in December, 2020. FY21
adjustments were made to Salaries and Wages, Expenses, State/County Assessments,
and school appropriations. These additional appropriations increased the FY21 budget
by $2,748,612. Due to these adjustments, the Committee increased their FY22
projections by $4,261,677, with a total FY22 expenditure calculation in the amount of
$143,415,583.

The December, 2020 report indicated that the FY22 deficit for the City of Beverly
amounted to $4,570,205. The new updated information indicates that the FY22 deficit
for Beverly is now $1,482,166. The main factor for this adjustment is a result of
additional local aid from the Commonwealth of Massachusetts. By law the city must
pass a balanced budget. Forecasted future deficits are addressed in the course of
preparing proposed budgets for future fiscal years.

The Committee further wishes to provide some historical perspective on how the City
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closes its finances, and the fiduciary position therein at the end of each fiscal year. Two
indicators of municipal financial health are the undesignated fund balance and the
general fund free cash certifications. These indicators show the position of city funds at
the close of the fiscal year.

“The Undesignated Fund Balance are monies in the various government funds as of June
30t that are neither encumbered nor reserved, and are therefore available for
expenditure once certified as part of free cash.” (Source: Department of Revenue) The
Balance is calculated by the city’s outside auditor and is typically available in late
summer or early fall.

The undesignated fund balance for the past four years within the City of Beverly are:

FY18 FY19 FY20 FY21

$12,248,110 $11,142,961 $12,398,994 $12,538,124

“Free Cash 1s the remaining, undesignated funds from operations of the previous fiscal
year including unexpended free cash from the previous year, actual receipts in excess of
revenue estimates shown on the tax recapitulation sheet, and unspent amounts in budget
line-items. Unpaid property taxes and certain deficits reduce the amount that can be
certified as free cash. The calculation of free cash is based on the balance sheet as of
June 30™, which is submitted by the community’s auditor, accountant, comptroller, or
finance director. Free Cash is not available for appropriation until certified by the
Department of Revenue’s Director of Accounts.” (Source: Department of Revenue)
Historically, in Beverly, this certification occurs in November.

The free cash certification for the past four years within the City of Beverly are:
FY18 FY19 FY20 FY21

$9,370,853 $7,307,453 $9,236,610 $9,934,181
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